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L GENERAL

A. Pursuant to Article 12 of the Rules of Practice and Procedure of the California
Public Utilities Commission (“Commission”), the Division of Ratepayer
Advocates (“DRA”) and Golden State Water Company (“GSWC” collectively,
“the Parties”) have agreed on the terms of this Settlement Agreement which they
now submit for approval. This Settlement Agreement addresses conservation-
oriented increasing block rates and related decoupling mechanisms such as a
Water Revenue Adjustment Mechanism (“WRAM”) and Modified Cost

Balancing Accounts (“MCBA”).

B. Since this Settlement Agreement represents a compromise by them, the Parties
have entered into each stipulation contained in the Settlement Agreement on the
basis that its approval by the Commission not be construed as an admission or
concession by any Party regarding any fact or matter of law in dispute in this



II.

I1I.

proceeding. Furthermore, the Parties intend that the approval of this Settlement
Agreement by the Commission not be construed as a precedent or statement of
policy of any kind for or against any Party in any current or future proceeding.
(Rule 12.5, Commission’s Rules on Practice and Procedure.)

. The Parties agree that no signatory to the Settlement Agreement assumes any

personal liability as a result of their agreement. All rights and remedies of the
Parties are limited to those available before the Commission. Furthermore, the
Settlement Agreement is being presented as an integrated package such that
parties are agreeing to the Settlement as a whole, as opposed to agreeing to
specific elements of the Settlement.

. This Settlement Agreement may be executed in counterparts, each of which shall

be deemed an original, and the counterparts together shall constitute one and the
same instrument.

BACKGROUND

. GSWC provides service to approximately 250,000 customers in three

Regions which are comprised of nine ratemaking areas. Table 1 shows
GSWC'’s ratemaking areas grouped by Region.

TABLE 1 — Ratemaking Areas by Regions

Region | Region Il Region 11
Ratemaking Areas Arden Cordova
Bay Fout Region-Wide, Region-Wide,
Clearlake one ratemaking one ratemaking
Los Osos area area
Ojai
Santa Maria
Simi Valley

. Each of GSWC'’s ratemaking areas has a tariff but not all customers in a

ratemaking area pay the same rate.

. All of the residential customers in the three Regions with the exception of

the Arden Cordova ratemaking area in Region I and the Calipatria service
area in Region III have metered service connections. Attachment 3
shows all of GSWC’s ratemaking areas and indicates the frequency of
billing and the numbers of metered and flat rate customers.

PILOT PROGRAM

. The Parties agree that the conservation rate design and related decoupling

mechanisms (WRAM and MCBA) constitute a Pilot Program to become effective
90 days after a Commission decision adopting the proposed scttlement.



V.

a. The 90 day period will allow for the distribution of information regarding
conservation rates to customers.

B. This Pilot Program will be reviewed in the next general rate case (“GRC”) filing
for each Region. The filing dates are pursuant to the proposed decision in the
Commission’s Rate Case Plan rulemaking proceeding, D.07-05-062.

C. If implementation of the proposed Pilot Program results in a disparate impact on
ratepayers or shareholders, the Parties agree to meet to discuss adjustments to the
proposed Pilot Program.

CONSERVATION RATE DESIGN

A. Overview

1.

Conservation rate designs are proposed for six of the nine GSWC’s
ratemaking areas (Table 1 shows all GSWC ratemaking areas grouped
by Region).

a. The proposed conservation rate designs are based on calendar
year 2006 data evaluated by the Parties using bill frequency
analysis (consumption analysis) using meter readings from
each of the ratemaking areas. Consequently, the proposed
conservation rate designs will differ across ratemaking areas as
described below.

The Parties propose excluding three ratemaking areas in Region I
(Ojai, Arden-Cordova and Clearlake) and two service areas in Region
III (Wrightwood and Desert) from conservation rate design in this
proposal as discussed below in Section C.

The Parties propose interim conservation rate design for remaining

ratemaking areas in Region I (Bay Point, Simi Valley, Los Osos, and Santa

Maria) as discussed below in Section D.

a. Following resolution of the pending Region I general rate case in which
the Commission will adopt a revenue requirement for all of the ratemaking
areas in Region I, GSWC will file an application with revised conservation
rates to replace the interim conservation rates proposed in this settlement.
These revised conservation rates would be part of the Pilot Program. See
Section D.

In Regions IT and ITI, the proposed conservation rates for residential customers
consist of a reduced service charge and increasing block rates with two tiers.

a. For non-residential customers, the proposed conservation rates will consist
of a reduced service charge and a uniform quantity charge (a single



quantity/volumetric rate) that recovers a greater percentage of fixed cost
than the single quantity/volumetric rate which results from the standard
rate design currently in place.

B. Conservation Rate Design Grouping

1. For the purpose of designing conservation rates, ratemaking areas were
grouped along the existing Regions I, II and III.

2. For Regions II and II1, customers were classified as residential or non-
residential.

3. Region I residential and non-residential customers will share the same
conservation rate design and tariff schedule.

4. Three ratemaking areas in Region I and two service areas in Region III were
excluded from conservation rate design in this proposal as discussed in
Section C.

C. Ratemaking and service areas excluded from the conservation rate design

settlement.

1. QOjai (Region I)

a.

The Ojai ratemaking area is excluded because Ojai currently has an
increasing three-tier tariff in place that will continue during the
proposed Pilot Program.

The Parties are satisfied that the existing tiered tariff sufficiently
encourages conservation.

2. Arden Cordova (Region I)

a.

b.

C.

The Arden Cordova ratemaking area is excluded because a majority
of its customers are unmetered and receive service under a flat rate.
The current percentage of flat rate customers is roughly 72% vs. 28%
metered.

GSWC has a transition plan in place to fully meter the Arden Cordova
arca

3. Clearlake (Region I)

a.

b.

C.

The Clearlake ratemaking area is excluded because average
consumption is low in this ratemaking area.

A small number of customers are served in this area.

The Parties agree that the existing single quantity rates and local
economic conditions are such that further conservation incentives
through rate design are not necessary at this time to motivate
customers to reduce their usage.

4. Wrightwood (Region III)

a.

b.

The Wrightwood service area is a small area (serves approximately
2600 customers) with groundwater as its sole source of supply.

The Wrightwood service area is excluded because the Commission
ordered in D.00-06-075 that the rates in this high-cost service area
remain frozen until the rates in the other Region III service areas reach



a similar level and because Wrightwood has experienced water supply
constraints that may necessitate a significant capital investment in the
near future.

5. Desert (Region III)

a. The Desert service area, which includes Apple Valley and Morongo
Valley, is excluded because the Commission ordered in D.00-06-075
that the rates in this high-cost service area remain frozen until the rates
in the other Region Il service areas reach a similar level.

6. The Parties agree to re-evaluate the excluded ratemaking and service areas in

the next GRC for each Region.

D. The Parties agree to delay implementation of revised conservation rates in the
remaining ratemaking areas in Region I (i.e., Bay Point, Los Osos, Santa Maria
and Simi Valley) pending the determination of a new revenue requirement for
Region I. These revised conservation rates would be part of the Pilot Program.
The Parties also agree as follows:

1.

In accordance with the Rate Case Plan (RCP) for Class A Water Utilities
adopted in D.04-06-018, GSWC filed a General Rate Case application for the
seven ratemaking areas in Region I in January 2007. The proceeding is
progressing in a timely fashion. However, a final decision determining the
Region I revenue requirement is not anticipated until the end of 2007.
For the Bay Point, Los Osos, Santa Maria and Simi Valley service areas in
Region I, the Parties propose an interim conservation rate design consisting of
a reduced service charge and a uniform quantity charge (a single
quantity/volumetric rate) that recovers a greater percentage of fixed cost than
the single quantity/volumetric rate that would result from the standard rate
design currently in place.
a. The proposed interim conservation rates would apply to residential and
non-residential customers.
b. The proposed interim conservation rate design meets the requirements
of the California Urban Water Conservation Council’s (“CUWCC”)
Best Management Practices (BMP) 11.
Within 90 days of the resolution of the pending Region I GRC, GSWC shall
file an application proposing revised conservation rates to replace the interim
conservation rates for the Bay Point, Los Osos, Santa Maria and Simi Valley
service areas in Region I, as proposed in this settlement.
a. The application shall propose conservation rates in a manner
consistent with those proposed in this settlement.
b. With respect to its application, GSWC will evaluate if more fixed
charges can be moved to the quantity charge consistent with
conservation rates proposed in this settlement.



E. Region II and Region ITI Residential Customers' — General Rate Design
Parameters
1. Service Charges - Conservation Rate Design Parameters

a. Service charges are used to recover a portion of fixed costs (in
traditional rate design, service charges recover approximately 50% of
the fixed costs in a service area).

b. The proposed conservation rate design reduces the amount of fixed
cost recovered in the service charge. (Table 2 shows the reduction for
each ratemaking area).

1. To evaluate how much the service charge could be reduced
(how much fixed cost could move to the quantity charge), the
Parties considered cash flow and ratepayer impact.

ii. Cash flow refers to GSWC’s ability to meet its existing bond
covenants given the ratemaking changes and anticipated
demand change that would result from implementation of the
proposed Pilot Program.

TABLE 2 —Reduction in Fixed Cost Recovery Resulting From
Reduction in Service Charge

Amount Percent

Ratemaking Areas Reduced ($) Reduced
Bay Point $208,932 12%
Los Osos $349,894 37%
Santa Maria $989,812 31%
Simi Valley $220,480 10%
Region 11

-Residential $3,278,114 20%

-Non-Residential $804,400 5%
Region II1

-Residential $4,068,925 21%

-Non-Residential $643,769 6%

c. Ratepayer impact was evaluated through bill impact analysis as
described in the Schedules section below.

2. Quantity (Volumetric) Charges - Conservation Rate Design Parameters
a. Quantity (volumetric) charges are used to recover a portion of fixed
costs and 100% of the variable cost (in traditional rate design, quantity

! The proposed rates for Region Il in the Settlement Agreement are based upon the revenue requirements
set forth in the proposed decision in GSWC's Region II and General Office Rate Case (A. 06-02-023). The
revenue requirements with respect to the General Office will also affect Region I11 revenue requirements.
The decision in the Region IT and General Office Rate Case recently was finalized. The Parties will submit
updated schedule worksheets in this proceeding to adjust the Region II and Region IIT customer rates to
reflect the new revenue requirements set forth in the final decision.
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b.

d.

charges recover approximately 50% of the fixed costs and 100% of the
variable cost in a service area).

The Parties propose a two tier rate structure to replace the single
quantity charge.

1. Due to movement of additional fixed costs to the quantity
charge, a greater percentage of the total revenue requirement
comes from volumetric charges.

To evaluate where to set the break points for the tiers, the Parties
considered cash flow and ratepayer impact.

1. Cash flow refers to GSWC’s ability to meet its existing bond
covenants given the ratemaking changes and anticipated
demand change that would result from implementation of the
proposed Pilot Program.

ii. Ratepayer impact was evaluated through bill impact analysis as
described in the Schedules section below.

The proposed rate design is based on the seasonality and consumption
in each ratemaking area as determined by a consumption (bill
frequency) analysis. Attachment S provides a description of the
consumption (bill frequency) analysis and the summary statistics used
to design the proposed conservation rates.

i. The source data for the consumption (bill frequency) analysis
used was meter readings from calendar year 2006.

ii. The 2006 data was compared to historical data to ensure it was
representative of the historical pattern of consumption.

iii. Within each service area, customers receiving service on the
General Metered Service tariff schedule were classified as
residential or non-residential.

a. Residential customers are all metered customers with
classification code “1” representing single residence
with one dwelling unit.

b. Non-Residential customers are all other metered
customers with classification code greater than “17.
Attachment 4 provides a complete listing of GSWC
Customer Classification Code.

The proposed conservation rate design in Regions II and III consists of
a two-tier increasing block rate structure that is based on seasonal
averages which are determined to be a proxy for indoor (low use
months) water consumption.

i. Tier 1 — Metered usage from zero units to the average winter
usage (low use months) which the Parties agree provides a
proxy for indoor water use and ensures consumers at low and
average levels of consumption stay within Tier 1.

ii. Tier 2 — All consumption above the top of Tier 1.



ili. The tiered rates were designed to be revenue neutral, ensuring
that the proposed two-tier rates will result in a sales revenue
that is within 1% of what a single quantity rate generates given
the same amount of fixed and variable costs allocated to the
volumetric charges.

iv. The rate for Tier 1 (which approximates indoor water use) was
designed to be approximately 15% less than Tier 2.

v. If the general criteria above do not achieve target revenues,
Tier 1 will be adjusted until revenues are within 1% of what a
single quantity rate would result in given the same amount of
fixed and variable costs allocated to the volumetric charges.

F. Region II and Region IIl Non-Residential Customers®

1. The Parties agree that the conservation rate design proposed for residential
customers is currently not feasible for non-residential customers for the
following reasons:

a. Requires reclassification of customers.

b. Reclassification will require customer and consumption data not
available at this time.

2. The Parties propose an interim conservation rate design for non-residential
customers in Regions II & III consisting of a reduced service charge and a
uniform quantity charge (a single quantity/volumetric rate) that recovers a
greater percentage of fixed cost than the single quantity/volumetric rate that
would result from the standard rate design currently in place consistent with
the following:.

a. The amount of fixed cost moved to the quantity charge will be based
on the bill impact to customers in each service area.

b. Service charges will be reduced by approximately 5% to 10%, with
corresponding increases in the quantity rate to achieve revenue
recovery neutrality.

c. Service charge reduction shall be calculated to achieve no more than a
10% increase in the quantity rate for either of the two non-residential
customer quantity rate groupings.

G. Other Customer Classes
1. The Parties agree that rates for the following classes will not change: Other
Sales and Services, other utilities for resale, flat-rate service connections and
reclaimed/recycled.

2 See footnote 1.
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MECHANISMS FOR DECOUPLING SALES AND REVENUE

A. The goals of the decoupling mechanisms in the Pilot Program are as follows:

1. Sever the relationship between sales and revenue to remove any
disincentive for GSWC to implement conservation rates and conservation
programs.

2. Ensure cost savings resulting from conservation are passed on to
ratepayers.

3. Reduce overall water consumption by GSWC ratepayers.

B. Decoupling for GSWC will be accomplished through both of the following
mechanisms:

1. A Water Revenue Adjustment Mechanism (WRAM) for each ratemaking

arca.

A Modified Cost Balancing Account (MCBA) for each ratemaking area.
MCBAs will replace existing cost balancing accounts for purchased
power, purchased water, and pump tax.

In accordance with established Commission practice, the WRAM and
MCBA accounts will accrue interest at the 90-day commercial paper rate.

WATER REVENUE ADJUSTMENT MECHANISM (WRAM)

A. Each ratemaking area will have a separate WRAM. The WRAM for each
ratemaking area will ensure recovery of the portion of GSWC'’s fixed costs that

are recovered through the quantity charge, and all variable costs not included in
the MCBA.’

1.

The fixed costs not included in the WRAM shall be recovered through the
service charge, which are monthly charges that customers pay regardless
of consumption.

The variable costs included in the WRAM are variable costs other than
purchased power, purchased water, and pump tax.

B. The WRAM will track the difference between Adopted Revenue and Actual
Revenue, excluding:

I,

Fire service revenue;

2. Unmetered Service revenue;

3 The MCBA will ensure recovery of actual costs for purchased water, purchased power and pump tax (see
Section VII) and must be used in conjunction with the WRAM to accomplish revenue decoupling.
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3. Other non-general metered service revenue

Using Region III, Worksheets 4 through 7 in Attachment 1 provides an example
of how the Parties intend for the WRAM and MCBA to operate.

MODIFIED COST BALANCING ACCOUNT (MCBA)

The Modified Cost Balancing Accounts (MCBAs) will capture the cost savings
and cost increases associated with purchased water, purchased power, and pump
taxes.
1. The costs of purchased water, purchased power, and pump taxes
associated with the production of water can vary due to changes in unit
cost, supply mix or consumption amount.

. In particular, the MCBAs will track the difference between Actual Variable Costs

and Adopted Variable Costs for the following variable costs (which are recovered
through the quantity charge under both the current and proposed rate designs):
purchased water, purchased power, and pump tax.

An MCBA will replace each of the current balancing accounts, now referred to as
Supply Cost Balancing Accounts.
1. GSWC currently has a Supply Cost Balancing Account for purchased
water, purchased power, and pump taxes.

2. The Supply Cost Balancing Account tracks cost changes attributable to
changes in unit price, but not changes in the amount of consumption.

3. MCBAs track changes in price and quantity.

VIII. MAINTAINING LEAST-COST WATER MIX

A. With regard to changes in the water mix that result in changes in variable
costs tracked in the MCBAs, GSWC stipulates that it will exercise due
diligence in ensuring the least-cost water mix of its water sources.

1. Parties agree that the MCBA will track significant changes in
purchased water (which in turn affects the amount of purchased power
and pump tax).

2. GSWC will make a showing in the applicable Region’s next GRC
filing demonstrating that it has exercised due diligence in ensuring the
least-cost mix for its water sources, and that any significant change in
water purchases was reasonable.

10



IX.

3. For the purpose of this Pilot Program, significant changes in water
purchases are defined as when the annual volume of purchased water
in a Region is greater than 10% of the purchased water adopted in the
most recently adopted test year for that Region.

RECOVERY AND REFUND OF BALANCING ACCOUNTS

. The Parties agree that conservation rates may cause the amount of water

consumed, and thus the cost of water production, to vary significantly.

. The Parties agree that the desired outcome and purpose of using WRAMs and

MCBAs is to ensure that the utility and ratepayers are proportionally affected
when conservation rates are implemented.

1.

In the context of this Settlement Agreement, a proportional impact means
that, if consumption is over or under the forecast level, the effect on either
the utility or ratepayers (as a whole) should reflect that the costs or savings
resulting from changes in consumption will be accounted for in a way
such that neither the utility or ratepayers are harmed, or benefited, at the
expense of the other party.

. The Parties agree that, in each ratemaking area, the balance in the WRAM will

offset the balances in the MCBA in the following manner:

1.

Reporting Requirements: By March 31* of each year, GSWC will provide
the Water Division (with a copy to DRA) with a written report on the
status of the WRAMs and MCBAs as described herein.

WRAM: The written report will include a section on the WRAM in each
ratemaking area showing the revenue over- or under-collection with
respect to actual (or recorded) water sales as of December 31st of the
preceding calendar year. Differences between Actual Revenues and
Adopted Revenues will be tracked in the WRAM and accrue interest at the
90-day commercial paper rate.

MCBA: The written report will include a section on the MCBA in each
ratemaking area comparing Actual MCBA Costs with Adopted MCBA
Costs as of December 3 1st of the preceding calendar year. Differences
between Actual Costs and Adopted Costs will be tracked in the MCBA
and accrue interest at the 90-day commercial paper rate.

If this report shows that the combined over- or under-collection for the
WRAM or the MCBA in any ratemaking area exceeds 2.5% of the
ratemaking area’s total recorded revenue requirement for the prior
calendar year, GSWC will file an advice letter within 30 days that
amortizes the balance in both of the accounts in the district.

11



5. The WRAM and MCBA for each ratemaking area will always be
considered together for the purposes of seeking recovery or providing
refunds to ratepayers and will be netted prior to any refund or recovery.

6. If the 2.5% threshold is not met, these balancing accounts will be
amortized in the next GRC.

D. Surcharges and surcredits: Recovery of under-collections and refunds of over-
collections will be passed on to ratepayers through volumetric surcharges and
surcredits.

SCHEDULES

A. Attachment 1 provides rate design and bill impact analysis information for
residential and non-residential customers for Regions II & ITII. Region III
appears first, and contains four more worksheets than Region II (Worksheets 4
through 7). For Region III, there are a total of ten worksheets, with the name
and number of each worksheet appearing on the top right-hand cormer of each
page, and the label “Region Il Example” appearing at the top left-hand corner
of each page. Region II will have six worksheets.

1. Worksheet 1 (Rate Design) shows the proposed rate design for residential
and non-residential customers. (Example: “Worksheet 1 RIII Rate
Design.”)

2. Worksheet 2 (Typical Bills) shows the typical bills for six different
residential customer profiles (low usage, annual, winter and summer
averages and large and largest usage). The percent of bills with usage at
or below each profile is also shown. The profiles show what a customer
fitting that profile will experience under the proposed conservation rate
design, as compared with the current uniform single quantity rate, for their
total bill (consisting of the meter charge and the quantity charges). In
particular, this worksheet shows the dollars and percent changes in total
bills (at different consumption levels) between the current and the
proposed rate designs. (Example: “Worksheet 2 RIII Typical Bills.”)

3. Worksheet 3 (Bills by Consumption) shows what residential customers
will experience under the water conservation rate design, as compared
with the current uniform single quantity rate, for their total bill (consisting
of the meter charge and the quantity charges). In particular, this
worksheet shows the dollars and percent changes in total bills (at different
consumption levels) between the current and the proposed rate designs.
(Example: “Worksheet 3 RIII Bills by Consumption.”)

4, Worksheet 4 (MCBA) shows the proposed Modified Cost Balancing
Account assuming the demand change shown in Worksheet 7, Demand &
Revenue Change. This worksheet is only available for Region III.
(Example: “Worksheet 4 RIII MCBA.™)

12



5. Worksheet 5 (WRAM) shows the proposed Water Revenue Adjustment
Mechanism assuming the demand change shown in Worksheet 7, Demand
& Revenue Change. This worksheet is only available for Region III.
(Example: “Worksheet 5 RIII WRAM.”)

6. Worksheet 6 (Decoupling) shows the summary calculation for the
proposed decoupling of the Region based on the assumptions of the other
worksheets. This worksheet is only available for Region III. (Example:
“Worksheet 6 RIII Decoupling.”)

7. Worksheet 7 (Demand & Revenue Change) shows the projected demand
and revenue change projected along with the assumptions of the other
worksheets. This worksheet is only available for Region III. (Example:
“Worksheet 7 RIII Demand & Revenue Change.”)

8. Worksheet 8 (Total Bills) is a chart showing the change in the total bills
for residential customers, comparing current and proposed rates.
(Example: “Worksheet 8 RIII TB”).

9. Worksheet 9 (Average Cost) is a chart showing the average unit cost at
various consumption levels, comparing current and proposed rates. The
average unit cost is defined as total quantity (volumetric-based) charges
divided by usage. (Example: “Worksheet 9 RIII AC”).

10. Worksheet 10 (Marginal Cost) is a chart showing the marginal cost curve
of the proposed rate structure (the unit rate as it changes from ftier to tier).
The chart graphically depicts the steps in the rate structure as the price by
block changes. (Example: “Worksheet 10 RIIT MC.”)

. Attachment 2 contains the schedules for the four ratemaking areas in Region I
(Bay Point, Los Osos, Santa Maria and Simi Valley) that will have interim
rates as discussed above in Section IV(D). Region I has 4 worksheets per
ratemaking area (for a total of 16 worksheets), with the name and number of
the worksheet appearing on the top right-hand corner of each page, and the
name of the particular ratemaking area appearing on the top left-hand corner
of each page. The worksheets appear alphabetically by ratemaking area.

1. Worksheet 1 (Rate Design) shows the proposed rate design.
(Example: “Worksheet 1 BY Rate Design.”)

2. Worksheet 2 (Typical Bills) shows the typical bills for six different
residential customer profiles (low usage, annual, winter and summer
averages and large and largest usage). The percent of bills with usage
at or below each profile is also shown. The profiles show what a
customer fitting that profile will experience under the proposed

13
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conservation rate design, as compared with the current uniform single
quantity rate, for their total bill (consisting of the meter charge and the
quantity charges). In particular, this worksheet shows the dollars and
percent changes in total bills (at different consumption levels) between
the current and the proposed rate designs. (Example: “Worksheet 2
BY Typical Bills.”)

3. Worksheet 3 (Bills by Consumption) shows what customers will
experience under the water conservation rate design, as compared with
the current uniform single quantity rate, for their total bill (consisting
of the meter charge and the quantity charges). In particular, this
worksheet shows the dollars and percent changes in total bills (at
different consumption levels) between the current and the proposed
rate designs. (Example: “Worksheet 3 BY Bills by Consumption.”)

4. Worksheet 4 (Total Bills) is a chart showing the change in the total
bills for customers, comparing current and proposed rates. (Example:
“Worksheet 4 BY Total Bills”).

C. Attachment 3 provides GSWC'’s current rates and the frequency of billing in
each Region/ ratemaking area. There is only one worksheet in Attachment 3.

D. Attachment 4 provides GSWC’s current Customer Classification Codes used
in categorizing customers as residential and non-residential for Region II and
Region III.

E. Attachment 5 provides a description of the consumption analysis used to
design the proposed conservation rates.

MONITORING AND DATA COLLECTION

A. DRA and GSWC will develop a Memorandum of Understanding prior to
implementing the increasing block rate design to address the collection of
data, such as billing and usage data by meter size by month, class of customer,
for use in analyzing customer response to increasing block rate design.

14



XII. RETURN ON EQUITY

A. The Parties were not able to agree on the impact of the Pilot Program
(decoupling and conservation rate design) on return on equity (ROE).

B. The Parties agree that the impact of the Pilot Program (decoupling and
conservation rate design) on ROE is not part of this settlement.

C. The Parties agree to defer to the Commission’s decision on any impact on

KSwitzer@gswater.com

October 19, 2007
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ROE if at all.
Respectfully sy#mitted, Respectfully submitted,
By: By: (-'L '
_ Lot Y Me—gp O,
Keith Switzer -~ Dand 8. Appling v
Vice President of Refgfulatory Affairs Director
Golden State Water Company DIVISION OF RATEPAYER
630 East Foothill Boulevard ADVOCATES
San Dimas, California 91773 California Public Utilities Commission
Phone: (909) 394-3600, Extension 759 505 Van Ness Avenue

San Francisco, CA 94102
Phone: (415) 703-2544
Fax: (415) 703-2057

dsa{@cpuc.ca.gov

October 19, 2007
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Attachment 2



Bay Point Worksheet 1 BY Rate Design

Proposed Settlement Rate Design and Revenue Check Model
District: Bay Point

Proposal: Reduce Percent of Fixed Cost Recovery through Meter/Service Charge
Keep Current Single Quantity Rate Design

Current Rate Design

5/8" x 3/4" Equivalent Units (Eus) 6,122
Mtr chg revenue $ 1,741,097
Mtr chg $/mo per EU $ 23.70
Adopted Sales ccf 1,122,871
Current V target rev $ 3,381,068
$/Ccf /Single Quantity Rate 3.011 Ccf
BMP 11 Threshold Check

Service Charge % revenue 33.99%
Quantity Charge % revenue 66.01%
Total 100.00%

Current Rate Summary

Meter Size Service Charge
5/8" x 3/4" $ 23.70
3/4" $ 35.60
1" $ 59.40
1.5" $ 118.95
2" $ 190.15
3" $ 356.95
4" $ 593.90
6" $ 1,188.90
8" $ 1,901.85
10" $ 2,733.80
Quantity Charge (SQR) $/Ccf $3.011

Proposed Changes to the Rate Design
Reduce Meter Charge Increase Single Quantity Rate

Proposed

Reduce meter charge by 12%
Results in adding these $ to Q rev tar $ 208,932
Equivalent Units 6,122
Mtr chg rev $ 1,532,165
Mtr chg $/mo per EU $ 20.86
Adopted Sales ccf 1,122,871 Ccf
New V target rev $ 3,589,999
New SQR $ 3.197
BMP 11 Threshold Check

Service Charge % revenue 29.91%
Quantity Charge % revenue 70.09%
Total 100.00%

Proposed Rate Summary

Meter Size Service Charge Ratio
5/8" x 3/4" $ 20.86 1.00
3/4" $ 31.28 1.50
1" $ 52.14 2.50
1.5" $ 104.28 5.00
2" $ 166.85 8.00
3" $ 312.84 15.00
4" $ 521.40 25.00
6" $ 1,042.80 50.00
8" $ 1,668.48 80.00
10" $ 2,398.44 115.00
Quantity Charge (SQR) $/ccf: $3.197
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Los Osos

Proposed Settlement Rate Design and Revenue Check Model

District: Los Osos

Proposal: Reduce Percent of Fixed Cost Recovery through Meter/Service Charge
Keep Current Single Quantity Rate Design

Standard/Current Rate Design

5/8" x 3/4" Equivalent Units (Eus) 4,127
Mtr chg revenue $ 945,661

Mtr chg $/mo per EU $ 19.10

Adopted Sales ccf 579,481

Current V target rev $ 1,063,856

$/Ccf /Single Quantity Rate $ 1.836

BMP 11 Threshold Test

Service Charge % revenue 47.06%
Quantity Charge % revenue 52.94%
Total 100.00%
Current Rate Summary

Meter Size Service Charge
5/8" x 3/4" $ 19.10

3/4" $ 28.60

1" $ 47.70

1.5" $ 95.40

2" $ 153.00

3" $ 286.00

4" $ 477.00

6" $ 954.00

8" $ 1,526.00

10" $ 2,194.00

Quantity Charge (SQR) $/Ccf $1.8360

Proposed Changes to the Rate Design
Reduce Meter Charge Increase Single Quantity Rate

Proposed

Reduce meter charge by 37%

Results in adding these $ to Q rev tar $ 349,894

Equivalent Units 4,127

Mtr chg rev $ 595,766

Mtr chg $/mo per EU $ 12.03

Adopted Sales ccf 579,481 Ccf

New V target rev $ 1,413,750

New SQR $ 2.440

BMP 11 Threshold Check

Service Charge % revenue 29.65%

Quantity Charge % revenue 70.35%

Total 100.00%

Proposed Rate Summary

Meter Size Service Charge Ratio
5/8" x 3/4" $ 12.03 1.00
3/4" $ 18.04 1.50
1" $ 30.07 2.50
1.5" $ 60.15 5.00
2" $ 96.24 8.00
3" $ 180.45 15.00
4" $ 300.75 25.00
6" $ 601.49 50.00
8" $ 962.39 80.00
10" $ 1,383.43 115.00
Quantity Charge (SQR) $/ccf: $2.440

Worksheet 1 LO Rate Design
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Simi Valley

Proposed Settlement Rate Design and Revenue Check Model
District: Simi Valley

Proposal: Reduce Percent of Fixed Cost Recovery through Meter/Service Charge
Keep Current Single Quantity Rate Design

Current Rate Design

5/8" x 3/4" Equivalent Units (Eus) 16,703
Mtr chg revenue $ 2,204,796
Mtr chg $/mo per EU $ 11.00
Adopted Sales ccf 3,311,621
Current V target rev $ 6,216,934
$/Ccf /Single Quantity Rate 1.877 Ccf
BMP 11 Threshold Check

Service Charge % revenue 26.18%
Quantity Charge % revenue 73.82%
Total 100.00%

Current Rate Summary

Meter Size Service Charge
5/8" x 3/4" $ 11.00
3/4" $ 16.50
1" $ 27.50
1.5" $ 55.10
2" $ 88.15
3" $ 164.95
4" $ 275.95
6" $ 550.95
8" $ 891.95
10" $ 1,267.95
Quantity Charge (SQR) $/Ccf $1.877

Proposed Changes to the Rate Design
Reduce Meter Charge Increase Single Quantity Rate

Proposed

Reduce meter charge by 10%
Results in adding these $ to Q rev tar $ 220,480
Equivalent Units 16,703
Mtr chg rev $ 1,984,316
Mtr chg $/mo per EU $ 9.90
Adopted Sales ccf 3,311,621 Ccf
New V target rev $ 6,437,414
New SQR $ 1.944
BMP 11 Threshold Check

Service Charge % revenue 23.56%
Quantity Charge % revenue 76.44%
Total 100.00%

Proposed Rate Summary

Meter Size Service Charge Ratio
5/8" x 3/4" $ 9.90 1.00
3/4" $ 14.85 1.50
1" $ 24.75 2.50
1.5" $ 49.50 5.00
2" $ 79.20 8.00
3" $ 148.50 15.00
4" $ 247.50 25.00
6" $ 495.00 50.00
8" $ 792.00 80.00
10" $ 1,138.50 115.00
Quantity Charge (SQR) $/ccf: $1.944

Worksheet 1 S| Rate Design
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Santa Maria

Proposed Settlement Rate Design and Revenue Check Model

District: Santa Maria

Proposal: Reduce Percent of Fixed Cost Recovery through Meter/Service Charge
Keep Current Single Quantity Rate Design

Standard/Current Rate Design

5/8" x 3/4" Equivalent Units (Eus) 15,838
Mtr chg revenue $ 3,192,941
Mtr chg $/mo per EU $ 16.80
Adopted Sales ccf 4,010,892
Current V target rev $ 4,133,806
$/Ccf /Single Quantity Rate 1.031 Ccf
BMP 11 Threshold Check

Service Charge % revenue 43.58%
Quantity Charge % revenue 56.42%
Total 100.00%

Current Rate Summary

Meter Size Service Charge
5/8" x 3/4" $ 16.80
3/4" $ 25.15
1" $ 41.95
1.5" $ 839.00
2" $ 134.00
3" $ 252.00
4" $ 419.00
6" $ 839.00
8" $ 1,342.00
10" $ 1,929.00
Quantity Charge (SQR) $/Ccf $1.031

Proposed Changes to the Rate Design

Reduce Meter Charge Increase Single Quantity Rate

Proposed Residential
Reduce meter charge by 31%
Results in adding these $ to Q rev tar $ 989,812
Equivalent Units 15,838
Mtr chg rev $ 2,203,129
Mtr chg $/mo per EU $ 11.59
Adopted Sales ccf 4,010,892 Ccf
New V target rev $ 5,123,618
New SQR $ 1.277
BMP 11 Threshold Check

Service Charge % revenue 30.07%
Quantity Charge % revenue 69.93%
Total 100.00%

Proposed Rate Summary

Meter Size Service Charge Ratio
5/8" x 3/4" $ 11.59 1.00
3/4" $ 17.39 1.50
1" $ 28.98 2.50
1.5" $ 57.96 5.00
2" $ 92.74 8.00
3" $ 173.88 15.00
4" $ 289.80 25.00
6" $ 579.60 50.00
8" $ 927.36 80.00
10" $ 1,333.08 115.00
Quantity Charge (SQR) $/ccf: $1.277

13

Worksheet 1 SM Rate Design
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Attachment 4



Attachment 4

Golden State Water Company
Customer Classification Survey Codes
(Other than NAICS)

-4 Residences
Single Residence-One Dwelling Unit individually metered
Two, Three or Four Dwelling Units served by one meter
Five to Twenty Dwelling Units served by one meter
Twenty-one or more Dwelling Units served by one meter

W N =

11-17 Irrigation/Landscaping

11 Commercial Irrigation/Landscaping

12 Industrial Irrigation/Landscaping

13 Parks and City Irrigation/Landscaping

14 Schools and Other Institutions Irrigation/Landscaping

15 Homeowner’s Associations and Other Residential Irrigation/Landscaping
16 Other Irrigation/Landscaping

17 Vacant Lot

21-22 Mobile Homes
21 Master Metered
22 Master Metered with Sub-meters

31-38 Fire Protection

31 Residential 1-Fire Protection

32 Residential 2-Fire Protection

33 Residential 3-Fire Protection

34 Residential 4-Fire Protection

35 Homeowner’s Associations and Mobile Home Parks-Fire Protection
36 Commercial Fire Protection

37 Industrial Fire Protection

38 Institutional

41-46 Pools-Individually metered

41 Residential 1-Pool

42 Residential 2-Pool

43 Residential 3-Pool

44 Residential 4-Pool

45 Homeowner’s Associations and Mobile Home Parks-Pool
46 Other-Pool

55 Water Hauler
9995 Hydrant/Construction Meter

9999 Idle Service-Inactive



Attachment 5



GOLDEN STATE WATER COMPANY
CONSUMPTION ANALYSIS

Describe the data used in consumption analysis.

The data represents 2006 consumption and bill count (normalized).
The data is used to set tiers for residential customers.

All meter sizes within Customer Classification Survey Code “1” are
considered.

GSWC used data generated from Customer Service Center.

Describe classification of customer in systems that were used for consumption
analysis.

Customers were categorized as residential or non-residential customers
depending on their Customer Classification Survey Code.

Residential customers are all customers with Customer Classification Survey
Code “1”.
o 1: Single Family household
Non-residential customers are all customers with Customer Classification
Survey Code greater than “1”.
2: Two, Three or Four Dwelling Units served by one meter
3: Two, Five to Twenty Dwelling Units served by one meter
4. Twenty-one or more Dwelling Units served by one meter
11 —17: Irrigation/Landscaping
21 —22: Mobil Homes
31 —38: Fire Protection
41 — 46: Pools-Individually metered
55: Water Hauler
9995: Hydrant/Construction Meter
9999: 1dle Service-Inactive

O O O O O O O O o0 O

Describe any “clean up” process applied to the consumption data.

Bill counts and usage are given for each usage block of two ccfs.

Bills are “normalized” meaning that bimonthly bills are converted into
monthly bills. Example: one bimonthly bill is considered as two monthly
bills.

Consumption and usage data for residential customers was collected for each
customer service area in every meter size. Some addition is done for the
Region 2 and Region 3 ratemaking areas because they have multi-customer
service areas.



Consumption Tables:

Region 3: 2006 Monthly Metered Customer Usage Data

2006 METERED CUSTOMER MONTHLY USAGE
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Region 3: Percent of Bills at Each Usage Level

Bills at Each Usage Level
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Region 2: 2006 Monthly Metered Customer Usage Data

Total Usage (ccf)

2006 METERED CUSTOMER MONTHLY USAGE
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Region 2: 2006 Percent of Bills at Each Usage Level

% of Customer/Usage
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